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Proposed technioue for messuring the comtribution cf FasteWesi
trade to ths rolative secnordc capabllities for war of the
Soviet Orbit sl the rost of the werld. (3ee attached tersr of
referense for an NIE on this subjeet,)

In preparing our NIE contribution, ORR intends teo utilizme
& methed which goes bergnd those ordinarily used in estimating
the dmm:e that oould be done to the Soviet Jrbit by restrictiag
its imports fro: outside the Orbii, This method doos not 1limit
its connern to the Lmsediste impact of the loss of imports, but
proposes to troce the raaifications in the e¢onomy of the Scviet
Bloc of the lons of thepe vital comwdities,

Previous studies sve conecentrated sitention almcst solely
on items held % be strategic of grest replecement ¢i7fi-
culties (ths "hottleneck™ apmeagh). This produtsr an upward
blas in estimates of the Camage whloh could be 1af{licted on the
Sovist Ordit Yy degrivinz them £ their imports, for it falls to
vonsider sdequately the ability of the Soviets te jroduce or “ind
pubstitutes for the lost Ltens,

The msthod which we shall use assusce that these items cun
be replaced, where technically feasible, by reallocation of
rescurces, involvimz sigaificantly higher ¢osts of producticn,
The loss of thace Lports would not necessarily result in & narkad
redustion of ocutput in all the products which use the imperis.
Magh of the damage suffersnd by the Soviets would he diffuser
throughout the ceoncmy of tha (rbhit.

We proposc to -wasure thle demaze tu economic
capability for var by detorm.ning the awmunts of the most besic
esononic resowrces reqiired to replace the lost items by dormstis
proedueticn. The direct demmge that would resuli from the loas
of items which could not be replaced by domestie ;roducticn (exsapt
at excessive cost) would be sessured by the sethids used in pars
studies. (We believe that thmse irreplacesble items woulé he
relatively few in mumber.) The estimate of gl damsge them
would be expressed guantitatively as the lesg of ropources {diflaan
danage) plus the direct damsje. This statement ¢f the dango to
the Soviet Orbit from tke loss of iie imports is, ve believe, en
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capabilities for war of Soviet Orbit). This is true in
the that the follewing asswmption is trues the over-
all obieetive of the Soviet lesders is the maximisation of
Sevist military potentinl, amd subordinate shjectives are
deternined Yy refearence $o this fundumsntal goal., On this
the loss of bagic resources and of highepriority

assunphion,
goods (eg, wt impords) represents "strategic denage® to
the Sovist t.

The estimate of the total damage which will be made i
this st could comceivebly be translated into a roduetion of
Soviet tary power Yy military experts; we do not intend 1o
underteke this estimate ¢f military damage.

&m~mms-mmm»smhm&m
estimating the sontribution of Esst-West trade to the economies
amm&tmmmum@nm&wmm caps-
vility for war. (TRis analysis will be done outeide ORR.)

Our tentstive sssusption im, however, that the estimate
of ssonomic demage to the West does mwt entirely represent
sgtrategic damage,® while the scotomic damage to the Orbit 1s,
on our 2, wholly *strategic demage.® For this reasen;
the estimates of damage to the Orbit and danage to the non-
thmaﬁ%emm The demmre (o the pone
Crbit area is, in & songe, the “"cost® of inflicting a certain
smount of strategle damsce on the Soviet Crbit,

There ars of course maRy gaps in our knowledse of Orbit
scomomic activity and miny othér limitstions to our ablility
to estimste the demmre which the Orbit would suffer from
redustions in Fast<West trads, Though fewer in wumber, there
ars likewiss geps in the sbility of the IAC azentler to estimta
the izpact upon the West of rofugtions in this trade. HNeverthe-
less, we belleve thet a cufricient hody of knowledpe exists W0
formalate sstimates witkin the frame of the teshmigue we intend
to use which wi1l serve to indicate the total affect upen the
Ordit and upon the West.

Phe terms of reference for the NIE heve been draim up on
the ssswaption that thip techoique is valid end vorkable. 1In
wrief, our approach is &3 followss %We should be ahle with
rebscnable presision to prediet the levels and pattern of Bast-
Weet trade in 1952, Using this tern &s B base, we inteamd
to estimate the impact on the t of & somplete gnbarge on
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Zagt-Wost trade, Similarly, we shall estimste ‘Ahhs;ri:npact of
selasctive enbargoes, Asﬁuiium}migamm;nmmw

the IAC agencies in estimsting the impact on non-Oreit 4
countries. Comparing the results of these indepemdent an:lysfxs
should give us cuantitative measwres of the relative goemtributicn
of East-West trede to the ecomomic capebilities £ r ver of the
Orbit and the non-Orbil sreds.
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